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KEY ECONOMIC INDICATORS 
(Values in Million US$, based on current prices, unless otherwise 
specified) 


3/ 3/ 
1/ 2/ 74-75 75-76 


1975 1976 % Change % Change 


Income, Production, Employment 


GNP in current prices 5,536.5 5,885.6 
Per capita GNP in current prices 2,460.7 2,583.3 
Manufacturing 1,255.2 1,365.7 
Construction 443.3 488.6 
Plant & Equipment Investment 1,126.8 1,076.3 
Avg. Index of Industrial Production 

- 4th Quarter 108.3 113.9 
Avg. Industrial Wages (per week) 38.0 38.8 
Labor Force (in thousands) 852 885 
Avg. Unemployment (%) 4.5 4.5 


Money & Prices 


Money Supply (M1) 
Bank Deposits 
Prime Interest Rate Tck 
Avg. Consumer Price Index 
(Nov. 1972 = 100) 147.7 


Balance of Trade & International Payments 


Exports of Manufactured Goods 3,689.1 4,619.1 -6.9 
U.S. Share 510.0 702.4 -14.5 
Total Exports, f.0.b. (excl. 

Indonesia) 5,338.0 6.639.1 -9.9 
U.S. Share 742.8 976.9 -15.5 
Imports of Manufactured Goods 6,616.5 7981252 -4.2 

U.S. Share 1,158.0 iyia2 2 6.2 
Total imports, c.i.f. (excl. 

Indonesia) 8,062.9 9,144.7 -5.6 
U.S. Share 1,265.3 1,208.4 oe 
Total Trade 13,401.0 15,783.8 -7.3 
U.S. Share 2,008.1 2,185.3 -3.2 
Balance of Trade -2,724.9 -2,505.6 -4.2 
Balance of Payments 404.4 293.3 34.5 
Foreign Exchange & Gold Reserves 3,432.2 3,365.6 i5.1 
Ships Arrival (ships over 75 NRT) 20,201 19,995 3.0 
Cargo Handling (Million 

freight tons) S254 5850 §=13.7 
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Main Imports from U.S. for 1976 
Electric machinery (381.9); Industrial machinery (353.9); Transport 


equipment (97.2); Chemical compounds and products (49.8); Scientific 
instruments (37.3); Fruits & vegetables (20.9); Plastic materials (19.7). 


i/ Exchange rate: S$2.39 = US$1.00 
2/ Exchange rate: S$2.45 = US$1.00 s 
3/ % change calculated on S$ value (financial items only) 





SUMMARY 


Singapore describes itself as a "middle-income developing country." It 
has reached the point in its development process where some international 
lending institutions consider it ineligible for certain types of con- 
cessional loans. Its voice is heard in meetings of the Group of 77 

as its decision-makers confer in modern, high-rise office buildings. 

Its per-capita income ranks second in Asia and 23rd in the world, but 

its leaders worry about accelerating the growth rate of the economy and 
maintaining Singapore's position in the world given the slow rate of new 
foreign investment. 


This somewhat anomalous portrait of a country in the process of develop- 
ing is recognized by the country's leaders, who several years ago embarked 
on a strategy of changing the economic base of the nation from the entrepot 
trade to high-technology manufacturing and modern financial and communica- 
tions services. Although the transition has encountered many problems 
inherent in such an all-encompassing project, the economy has managed to 
weather the changes during the économic reverses of the past few years. 


The government's projection for the balance of the decade is for an 
average annual growth rate in the range of 6 - 8 percent. While the 
traditionally conservative authorities have voiced some public doubts 
as to the ability to reach that goal in 1977, only a drastic reverse 
in the country's fortunes will pull the figure below six percent. In 
the longer run, much depends on Singapore's ability to complete the 
transition to a high technology manufacturing center and meet the com- 
petition of neighbors who may increasingly provide the transportation, 
port and other infrastructure services that have given Singapore its 
preeminent communications, financial and transportation position in 
Southeast Asia today. 


CURRENT ECONOMIC SITUATION AND TRENDS 
The Economic and Political Context 


If England could at one time have been called "a nation of shopkeepers," 
Singapore until a few years ago could have been described as "a nation 
of import-export merchants." Although the entrepot trade is still an 
important part of Singapore's prosperity (services, including the hotel 
and restaurant trade, accounted for 71 percent of GDP last year), the 
government is actively promoting the acquisition of higher-technology 
manufacturing industries and the expansion of the country's financial 
and communications facilities. In a situation of essentially full 
employment, the government is not encouraging -- and in some cases 
actively discouraging -- new foreign investment in areas: such as elec- 
tronics assembly operations, garment and textile projects using mature 
technology, and the like. 
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The government is resigned to, although certainly not satisfied with, 
the prospect of a six - eight percent annual growth in GDP over the 
next few years; the projected figure is well below the 1960 - 1976 
annual average growth of 9.1 percent. With a population increase in 
the neighborhood of 1.4 percent -- and an active population control 
program to help keep the rate of growth low -- a satisfactory year- 
to-year rise in the standard of living seems assured. 


Politically, the country is stable. Prime Minister Lee Kuan Yew's 
Peoples Action Party swept all 69 seats in parliamentary elections 
in December, 1976, and the government is vigorously anti-communist. 
The political, leadership and the civil service are, in general, 
young, dynamic and confident of their ability to manage the affairs 
of the country. The economic growth which the country has enjoyed 
in the past shows that their confidence is not hollow. 


There is broad agreement within Singapore that the country's pros- 
perity and progress depend on stability in the region and in the 
world. As a small island state with no natural resources, it is 
natural that Singapore encourage close ties with its neighbors. 

The long-range potential of an economic grouping in the area is 

quite high; the ASEAN*nations, in aggregate, have a population of 

over 240 million and have the natural resources to develop rapidly. 
Singapore is an active promoter of the concept of economic cooperation 
within ASEAN and has been a leader in the area of tariff reductions 
within the group. While the tariff cuts and other announced measures 
have so far been more symbolic than real, Singapore clearly hopes to 
spur what it sees as the heretofore slow pace of integration. This 
drive, if successful, would have profound effects on the commercial 
environment. Problems abound, however; with the exception of Singa- 
pore, the economies of the five are more competitive than complementary. 
To criticism that Singapore's aggressiveness in promoting integration 
is motivated by the fact that it has the most to gain, the government 
responds that it will also bear burdens of economic jnefficiencies in 
ASEAN as well as possible loss of its free-port status. 


The Singapore Economy 
--Manufacturing 


The manufacturing sector has rebounded smartly from its nadir in 
1975. As the table below indicates, the Index of Industrial Pro- 
duction (IIP) has, with only one exception, risen consistently from 
quarter to quarter in 1975 - 1976. For 1976 as a whole, the IIP is 
estimated to stand at 107.3 compared to the 1975 average of 98.0. 
Value added in Singapore rose by 10.3 percent in 1976 compared to a 
3.9 percent drop in 1975. 


*Association of Southeast Asian Nations 





Index of Industrial Production 


(1974 = 100) 


Selected Industries 1975 (Quarter) 
(Weights) I II IIt 


Textiles (24) 78.4 87.4 88.2 
Clothing (22) 78.2 82.1 77.6 
Wood processing (28) 76.7 92.9 106.2 
Petroleum refining (245) Wet 60.8 77.65 
Construction materials (103) 95.1 101.4 101.7 
Machinery & equipment (76) 114.0 132.9 142.4 
Electronics (142) 66.2 84.9 114.8 
Transport equipment (152) 105.4 111.8 129.8 
All (1000) $7 <2 91.3 105.1 


Selected Industries 1976 (Quarter) 
(Weights) z ez EEL IV 


Textiles (24) 101.0 106.0 109.2 118.0 
Clothing (22) 91.2 95.9 78.8 83.8 
Wood processing (28) 104.7 108.2 107.5 103;;7 
Petroleum refining (245) 78.0 78.8 96.8 92.4 
Construction materials (103) 96.1 104.1 102.1 101.7 
Machinery & equipment (76) 129.1 115.8 S7 <2 96.7 
Electronics (142) 114.3 142.6 155.8 159.8 
Transport equipment (152) 103.1 97.9 110.2 116.1 
All (1000) 99.6 103.9 111.9 113.9 


The petroleum industry is far and away Singapore's most important 
manufacturing group, accounting for over 41 percent of the nation's 
total manufacturing output last year. This industry posted a 
healthy 29.75 percent increase in output last year, although new 
investment is not likely to be sizeable until throughput, around 

50 percent of nominal capacity in 1976, expands. Oil refineries 
are, however, upgrading their processing facilities, and the 
projected Sumitomo petrochemical complex, if launched, will provide 
some stimulus to the industry. 


The electronics industry boomed, despite the European Community's 
imposition of a 14 percent duty on electronic calculators. Demand 
for consumer electrical and electronic goods sparked a large in- 
crease in investment in the industry, and the labor intensity of 
this type enterprise accounts for the fact that three-quarters of 
all new manufacturing jobs were in the electronics industry. 





Shipbuilding and ship repairing output declined by nearly ten 
percent. The reduced level of regional oil exploration was mainly 
responsible for this downturn. The ship repair sector, however, 
recovered in the second half of 1976, and many shipyards turned to 
heavy engineering work such as the construction of off-shore 
structures for oil exploration and production and engineering 
fabrication for power plants, the chemical industry, or harbor 
facilities. 


The clothing industry continued to show weakness, although it 
recovered slightly in the fourth quarter. Singapore has not filled 
most of its individual quotas under the bilateral textile agreement 
with the U.S., and the government is not enthusiastic about the 
expansion of traditional manufacturing methods in the garment 
industry. The machinery and appliances sector was also weak but 
turned upward in the fourth quarter; it accounted for 18 percent 

of manufacturing output, and over 25 percent of total value added 
in the manufacturing sector. 


As a whole, the goods sector (which includes manufacturing, quarry- 
ing, construction, agriculture and fishing) accounted for 29 percent 
of GDP. 


-- Foreign Trade 


An idea of the true basis of Singapore's economy may be gleaned 
from the fact that total foreign trade amounts to about 2.7 times 
GDP. The country turned in a good performance in this sector in 
1976 as it registered a growth of 21 percent over the depressed 
level of 1975. The increased foreign trade was due to rises in 
both volume and prices for imports and exports. The unit value 
of imports rose five percent while that of exports rose by seven 
percent. Thus, the terms of trade for 1976 showed a marginal 
improvement. Crude petroleum accounted for about one-fifth of 
total imports. Retained imports advanced by 12 percent; nearly 
three-fourths consisted of industrial raw materials and semi- 
manufactures and the balance was about equally divided between 
consumer and capital goods. 


Total exports rose by 27 percent, with domestic exports (goods other 
than in the entrepot trade) accounting for nearly 60 percent of 

the total. The re-export trade was stimulated by increased demand 
and higher prices for primary commodities. 


Singapore's trade deficit in 1976 narrowed slightly to about U.S. 
$2.5 billion; the U.S. accounted for about ten percent of 

that total, or U.S. $231 million. Total two-way trade 

between Singapore and the U.S. increased 11 percent in 1976 over 
1975 to nearly U.S. $2.2 billion. Nevertheless, Malaysia edged 

out the U.S. as Singapore's major trading partner. Other important 





trading partners were Japan, Hong Kong, and Saudi Arabia. The 
latter, as the major supplier of Singapore's oil imports, ran a 
whopping U.S. $1.77 billion surplus with Singapore. 


--Labor 


Singapore's labor force is estimated at 885,000 persons, of whom 
845,000 are employed. The 4.5 percent unemployment rate is un- 
changed from last year, and is considered by the government to 
constitute full employment. The overall literacy rate is just 
over 76 percent, but is much higher among the younger members of 
the population. Singapore enjoys a high degree of labor peace; 
during all of 1976 there were only four strikes involving the 
loss of about 2,300 man-days. Pay raises are heavily influenced 
by the National Wages Council, which issues periodic guidelines 
for increases. Productivity weighs heavily in the NWC's cal- 
culations. 


--Financial 


Although it is debatable whether or not there is a true "Asiadollar" 
market or simply an Oriental branch of the Eurodollar mart, Singa- 
pore has a good share of the market in U.S. dollar lending and 
borrowing in the region. Serviced by 69 banks with Asian Currency 
Units (ACUs), total assets in this market increased 38 percent 
during 1976, to U.S. $17.4 billion. Loan transactions, however, 
increased only moderately; according to some estimates, as much 

as 75 percent of all ACU transactions are interbank. Deposits 

of non-bank customers fell by five percent, as investors sought 

the better returns available in the bond markets. The mood of 
Singapore's offshore banks was however given a fillipby the 
government's recent decision to lower taxes on ACU transactions from 
40 percent to ten percent. Domestic banking operations expanded 
moderately, growing 15 percent during 1976. The discount market 
prospered as the Monetary Authority of Singapore (MAS) allowed 
discount houses to hold 30 percent -- up from 15 percent -- of 
their assets in private paper. 


Easier money market conditions in 1976 led to declines in interest 
rates. The prime rate for non-bank customers fell from 7.5 percent 
to 6.75 percent, and demand for credit increased by 12 percent. 


The Singapore Stock Exchange had a dull year; the Exchange Industrial 
Index showed a net increase of only ten points for the year, and 
dropped further in the first two months of 1977. 


Tourism continued to be one of the bright spots in the economy. 
Tourist arrivals rose by nearly 13 percent, to 1.3 million. The 
occupancy rate of Singapore's 10,000 tourist hotel rooms was just 
over 78 percent and prospects appear sufficiently encouraging to 
have precipitated’ something of a hotel construction boom. 





--Investment 


Foreign investment commitments in Singapore continue at a low 

ebb although they are up slightly from 1975. Local investment 
continued to decline (see table). The government continues to 
welcome foreign investment in industries which can contribute 

to Singapore's development, but most of the new inflows last 

year represented expansion of already-existing plants. 


Gross Manufacturing Investment Commitments 


(Millions of US$) 


Year Foreign Local 
1/ 

1973 273.1 104.4 
2/ 

1974 294.4 60.6 
3/ 

1975 111.8 
4/ 

1976 120.4 28.2 


i/ Exchange rate: S$2.49 = US$1.00 
2/ Exchange rate: S$2.31 us$1.00 
3/ Exchange rate: S$2.39 US$1.00 
4/ Exchange rate: S$2.45 = US$1.00 


IMPLICATIONS FOR THE U.S. 
Outlook for 1977 


Singapore's small, open economy is heavily dependent on the economic 
health of the industrialized world. If economic recovery in the U.S., 
Europe, and Japan continues, Singapore in 1977 should match the seven 
percent real GDP rate growth it recorded in 1976. Official projections 
are for growth in the six - eight percent range, but some officials are 
concerned that rising protectionism in the OECD countries could place ¢% 
this target out of reach. Fortunately, the government's ability to 
finance massive developmental spending has insulated the domestic economy 
from the worst effects of the world recession and will continue to provide 
buoyancy until the world economy recovers further. Such developmental 
expenditures have not been inflationary because they have largely been 
finanged by the enormous domestic savings generated by the Central Pro- 
vident Fund (Singapore's version of Social Security) and the Post Office 
Savings Bank. Indeed, these savings could have a serious contractionary 
effect if not funneled into public works projects by the government. 





INVESTMENT 


Foreign investment should continue to flow into the economy, probably 

in direct proportion to the pace of recovery in the developed capitalist 
economies. Increased competition for scarce foreign investment funds 
will be posed by Singapore's neighbors who are busy with their own 
schemes for development of shipping, port facilities, oil refineries, 
and financial institutions. The government is therefore emphasizing 

the development of higher technology and skilled labor-intensive in- 
dustries to take advantage of the country's competitive advantage in 
these areas. Singapore's strategic location and infrastructure, as well 
as its trained work force, should continue to keep the country com- 
petitive despite significantly higher pay scales than its neighbors. 

To investors it wishes to attract, Singapore offers tax holidays and 
other tax concessions. 


TRADE 


Imports from the U.S., after a two percent drop in 1976, should show 
marginal improvement in 1977. The lack of oil exploration activity 
in the area, the Indonesian anti-smuggling campaign and weaknesses in 
neighboring economies will not make for a great year. However, early 
normalization of U.S./Vietnam economic relations and/or a revival of 
oil exploration activities in the region could enhance Singapore's 
prospects. 


There are prospects for sales here of airport electronics systems for 
the new Changi Airport, pollution control equipment, building products 
and food processing and packaging equipment. The U.S. Regional Trade 
Center has scheduled exhibitions in these categories during the balance 
of 1977. 


There are also good sales opportunities in other areas; Singapore's 
desire to become a regional communications center means there is a 
large market for advanced communications systems and components. 
Electronic data processing will become increasingly important, and 
Singapore's banks and financial houses as well as the profusion of 
commercial enterprises require large numbers of business machines. 
As Singapore takes steps to attract more high-technology industries, 
the market for process controls and machine tools should expand. 

The Housing Development Board continues apace in its efforts to house 
8Q percent of Singapore's growing population in government-built 
apartments by 1980, and there is a large, but not easily penetrated 
market for building supplies and household furnishings and supplies. 


There has been an increase, in recent years, in the variety of U.S. 
consumer goods available in Singapore. Supermarket shelves show 

stocks of canned and packaged foodstuffs as well as household utensils 
and non-electrical appliances. A taste for such products and increased 
affluence should ensure future growth in this area. 





SINGAPORE AND ASEAN 


Economic integration in ASEAN continues at a slow pace, although there 
have been marginal bilateral tariff concessions, not yet implemented, 
between Singapore and Thailand and Singapore and the Philippines. 
Singapore continues to plan for its designated ASEAN project, a diesel 
engine plant. Perhaps the major remaining problem in the diesel project 
is a provision for tariff concessions from the other ASEAN countries; 
this is a subject for discussion by the five nations in high-level 
meetings this summer. If this and other questions are resolved, 
Singapore is prepared to enter into negotiations with diesel engine 
manufacturers in Japan, Australia, Europe and the U.S. The government 
is also planning for up-and downstream supporting industry to complement 
the diesel plant. Although some observers express skepticism about the 
viability of the project (and of the projects of the other four ASEAN 
nations) in view of the other existing and planned diesel plants in 

the region, the Singapore govemment appears confident of the 

project's feasibility. 


Available by subscription from the Superintendent of Documents, 
additional. Single copies, 50 cents, available from Publications S. 


GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
ales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230 








EAST-WEST FRADE 


Market Data Package 


A New Market Research and Evaluation Tool 
Custom-Made for Your Company’s Product Line 


Each Market Data Package contains: 


e Projected U.S. export potential in eight Communist countries. 


e Exports, including trade shares, by the United States and other Western 
nations to the Communist countries. 


¢ Communist country exports to the United States and other Western nations. 


© Detailed U.S. export-import trade with each Communist country. 


e Names and addresses of the Communist country Foreign Trade Or- 
ganizations purchasing your product. 


The eight Communist countries are: 


The U.S.S.R. German Democratic Republic 
Bulgaria Poland 

Czechoslovakia Romania 

Hungary People’s Republic of China 


SEND FOR YOUR FREE 
BOOKLET DESCRIBING 

the East-West Trade Market 
Data Package and find out how 
to order the data package in 
which you are interested. 


Name 

Address 

City, State 
Company, Title 


Mail To: 


Office of East-West Trade Development, MDP 
Bureau of East-West Trade 

U.S. DEPARTMENT OF COMMERCE 
Washington, D.C. 20230 





